




Anchorage retail store 
(Far West Territory) 
opened November, 1966. 

Sears now has retail stores 
in all fifty states. 

ALASKA 


★ 



TWO NEW SEARS FRONTIERS 



★ 

SPAIN 


Barcelona, 

Spain retail store 
(International Operations) 
opened March, 1967, 
Sears first 

retail store in Europe. 


COVER 

Three examples of 
merchandise values 
with identifying logo. 
Story and more pictures 
beginning on page twelve. 
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The annual meeting of the shareholders of Sears, 
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of the Prudential Building, 130 East Randolph 
Street, Chicago, Illinois, on Monday, May 15, 
1967, at 10:00 o’clock A, M., Central Daylight 
Saving Time. The formal notice of the meeting, 
together with the proxy and proxy statement, 
will be mailed to shareholders approximately 
three weeks prior to the meeting. 
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SEARS, ROEBUCK AND CO. 

and consolidated subsidiaries 

19S6 

1965 

Per cent 
Increase 




Net sales. 

$6,804,894,331 

$6,390,000,372 

6.5 

Income before capital gains. 

321,476,338 

317,054,745 

1.4 

Per share. 

2.11 

2.08 


Capital gains (net of taxes and profit sharing 
contribution). 

21,595.994 

6,293,313 


Per share. 

.14 

.04 


Net income.. 

343,072,332 

323,348,058 

6.1 

Per share. 

2.25 

2.12 


Equity in undistributed net income of unconsolidated 
subsidiaries and Simpsons-Sears. 

41,731,083 

34,346,760 

21.5 

Per share. 

.27 

.23 


Combined net income. 

384,803,415 

357,694,818 

7.6 

Per share. 

2.52 

2.35 


Dividends to shareholders. 

183,183,299 

171,432,252 

6.9 

Per share. 

1.20 

1.121/2 


Shareholders’ equity (book value) —year end. 

2,346,123,017 

2,179,081,569 

7.7 

Per share. 

15.36 

14.29 


Capital expenditures. 

224,413,123 

195,960,222 

14.5 

ALLSTATE INSURANCE COMPANY 

(wholly owned)! 

1966 

1965 

Per cent 
Increase 




Total net income and realized gains. 

$ 73,943,677 

$ 52,260,946 

41.5 

Dividends to Sears. 

36,600,000 

29,010,000 

26.2 


t Not consolidated. 
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MESSAGE TO SHAREHOLDERS 



Austin T. Cushman 

Chairman of the Board of Directors, retired January 31, 1967 


Austin T. Cushman, after 36 years of service to 
the Company, retired on January 31, 1967. During 
the last five years, Mr. Cushman served as Chair¬ 
man of the Board of Directors of Sears, Roebuck 
and Co. The Company’s progress under his leader¬ 
ship is reflected again in these results for 1966: 

-Net Sales of $6,804,894,331 were 6.5% higher 
than the previous year. Gross sales volume 
exceeded the 7 billion dollar mark for the 
first time. 

-Net Income of $343,072,332, equal to $2.25 
per share, was up 6.1%. 

-Combined Net Income totaled $384,803,415 
or $2.52 per share, an increase of 7.6%. 

-Dividends paid to shareholders were in¬ 
creased to $1.20 per share from $1.12f4. 

-Expenditures for expansion were $224,413,123; 
46 new retail stores were opened. 


Mr. Cushman’s approach was based on a well- 
conceived and soundly administered program for 
growth, aimed at the planned development of evei^ 
segment of the business. 

EXPANSION 

Recognizing the opportunities presented by a 
buoyant economy and an increasing population. 
Sears, under Mr. Cushman’s direction, embarked 
on an expansion program requiring the investment 
of more than $800,000,000. During the hve-year 
pei'iod, 164 new retail stores were opened, adding 
approximately 20,300,000 square feet of gross store 
space. This represents a 37% increase in retail sell¬ 
ing space. 

These new and renovated stores make it possible 
for Sears to present the products ofl'ered in a setting- 
worthy of the merchandise. The total impact of 
improved facilities has created a public impression 
that is most favorable for the Company. 
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The Company’s 11 Catalog Order Plants were 
enlarged and modernized for efficient handling of 
increased sales volume. Catalog operations benefited 
from the increase in Catalog and Telephone Sales 
Offices as well as from retail expansion, since every 
retail store has a Catalog Sales Department. 

The larger number of selling units has played a 
major part in the 59% gain in sales from 1961 
through 1966. The number of customers using Sears 
credit accounts rose from 11,758,956 to 16,287,340. 
Company earnings grew Irorn 8223,994,861 to 
8343,072,332, an increase of 53%, Dividends paid 
to shareholders moved from 75t5 per share to 81.20 
per share—an increase of 60%, 7'he number of 
shareholders grew from 159,553 to 259,620. 

The Company’s dynamic record has attracted 
highly competent and aggressive young people in¬ 
terested in a career with Sears. Productive training- 
jobs in rotating assignments, and the obvious op¬ 
portunities to move ahead, have developed current 
and future manpower resources. 

Progress has been achieved in electronic data 
processing. Sears has made major expenditures lor 
research and development work and computer 
equipment. Costs have been stabilized or lowered 
in many activities dealing with large volumes of 
paper work. Additional benehts will be realized as 
the application of systems already designed is 
extended to other important functions of the 
business. 

Sears does not grow alone — the Company relies 
on thousands of manufacturers for the itterchandise 
we sell. These sources of supply have met the 


challenge of growth most successfully. Progre.ssive 
manufacturers can look forward to further oppor¬ 
tunities to participate in Sears development. 

The growth pattern is firmly established—a last¬ 
ing legacy from Mr. Cushman’s administration. 

MANAGEMENT CHANGES 

On October 31, 1966, the Board of Directors 
elected Gordon M. Metcalf to succeed Austin T. 
Cushman as Chairman of the Board effective 
February 1, 1967. Mr. Metcalf is a thirty-three year 
veteran of the Company, For the past ten years, he 
was Vice President of the Midwestern Territory, 
the Company’s largest. 

Arthur M. Wood, Vice President of the Com¬ 
pany’s Far West T erritory, was elected to succeed 
Mr. Metcalf. John G. Lowe, who was elected to 
succeed Mr. Wood, moved to his new responsibility 
from Group Manager of the Los Angeles area 
retail stores. In August, 1966, James W. Button, 
wtio earlier in the year was aj:)poiiued Vice Presi¬ 
dent-Merchandising, was elected to tite Board of 
Directors. 

OUTLOOK FOR THE FUTURE 

Sears has the resources to make the most of 
opportunities for growth. The economic strengths 
of the country and the internal strengths of Sears are 
ample reasons for optimistic longer term projections. 

Gross national product is expected to move 
ahead to a new high level in 1967. Although the 
rate of increase has diminished somewhat and 
price inflation plays a larger part in the total, the 
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picture still is one of solid growth. More people will 
be working, generally at higher rates of pay. 
Government benefit payments will be up, increas¬ 
ing both in average amount and in the number 
of recipients. 

A slowdown in the past year in home building has 
developed a substantial backlog of demand. With 
interest rates trending somewhat lower, and an 
increase in the rate of saving, a step-up in home 
construction is a strong likelihood. The government 
has already taken some steps to stimulate recovery 
in this industry. Population growth continues, with 
the total population passing the 200,000,000 mark 
in 1967. Family formation will be up as the children 
of the postwar era move into age brackets for mar¬ 
riage. All of these elements represent fundamental 
strengths in a nation characterized by a high av¬ 
erage level of consumption. 

However, it is apparent that these favorable 
factors are to some extent counter-balanced by 
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Gordon M. Metcalf Chairman 


less favorable elements. Business inventories have 
mounted to levels which are not supported by 
current rates of sale. Automobile demand has de¬ 
clined below last year and increases in general 
merchandise sales have narrowed. Business ex¬ 
penditures for capital goods have lost much of 
their buoyancy; a reinstatement of the tax credit 
on investment will be of some help in improving 
the outlook for capital spending. 

The uncertainties in the economic picture have 
created a cautious sentiment on the part of con¬ 
sumers, and customer attitudes are crucial in 
evaluating the outlook for sales and profits during 
the balance of 1967. In addition to public awareness 
of economic trends, the personal and economic im¬ 
pact of the war in Vhet Nam is apparently a source 
of deep concern. The possibility of an increase in 
social security and personal income taxes may have 
a moderating effect on customer plans for major 
expenditures. 
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Crowdus Baker President 


Converting the available strengths in the economy 
into continued growth in sales is the challenge facing 
the Company this year. Belter merchandise values, 
expansion of physical facilities, aggressive promotion 
and improved service are the tools which must be 
brought to the task. 

Diversification, both geographic and in the wide 
range of merchandise we sell, is an important source 
of strength for Sears. The Allstate Insurance Com¬ 
panies are another significant component of the 
Company’s diversified base. 

During 1967, expansion will continue with 37 
new large and /nedium size stores planned for 
opening. Selected older stores will be modernized 
and expanded. The development of automotive 
centers will continue. Service facilities and ware¬ 
houses will be added to support the growth in selling 
areas. The enlargement of catalog order plants 
will keep pace with the growdng demand created 
by the steadily increasing number of sales units. 


Sales increases are planned for the year, and with 
close attention to basic merchandising and operating 
procedures an acceptable profit performance should 
result. 

The Company faces the years ahead with a proven 
management team, heading an aggressive mer¬ 
chandising organization. Our employes are dedi¬ 
cated to the growth and progress of the Company. 
While gratified by past success, their commitment 
is to the future. 



March 29, 1967 
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FINANCIAL REVIEW 


NET SALES in liillions 


The Company has revised its reporting to rejlecl separately 
in the consolidated statements the net income realized during 
the period on extraordinary items {capital gains). This 
revision conforms to the recently published opinion of the 
Accounting Principles Board of the American Institute of 
Certified Public Accountants. 

Sales set record for twelfth consecutive year. Net 

sales of S6,804,894,331 increased 8414,893,959, or 
6.5% over 1965’s record $6,390,000,372. The retail 
and catalog division.s registered new highs. Retail 
contributed 78% of the sales volume while the cata¬ 
log division accounted for 22%. Retail stores opened 
in 1966 generated 2.7% of Company sales. 

The relationship of credit sales to total sales rose 
to 58.0% from 57,7% for 1965. 


% to Total Sales 



1966 

1965 

Revolving charge sales. 

. . . . 29.9 

28.1 

Easy payment sales. 

. . . . 28,1 

29.6 

Total. 

. . . . 58.0 

57.7 


Net income up for sixth consecutive year. Net in¬ 
come, including capital gains, reached $343,072,332, 
6.1% higher than last year’s record $323,348,058. 
Per share earnings rose to $2.25 from $2.12, based 
on shares outstanding at the close of each year. Cap¬ 
ital gains, net of applicable income taxes and profit 
sharing contribution, amounted to $21,595,994, or 
\A<t per share compared with $6,293,313 or Ai- 
per share reported in 1965. The increase in capital 
gains resulted from the sale of a majority interest in 



NET INCOME PER SHARE 
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the slock of Warwick Electronics Inc. to Whirlpool 
Corp. Details of this transaction are on pages 9-10. 


Net Income 


(millions) 

1966 

1965 

Quarter 

Amount 

Per 

Share 

Amount 

Per 

Share 

1st. 

. . $ 49.6 

$ .33 

$ 45.1 

$ .30 

2nd. 

. . 74.0 

.48 

70.5 

.46 

3rd. 

. . 74.0 

.48 

73.9 

.48 

4th. 

. . 123.9 

.82 

127.5 

.84 

Capital gains . . 

. . 21.6 

.14 

6.3 

.04 


$343.1 

$2.25 

$323.3 

$2.12 


Dividend inconie increased 22% to $49,007,006, 
an all-time high. Dividends received included 
536,600,000 from Allstate Insurance Company, an 
increase of $7,590,000. Dividends from Latin Amer¬ 
ican subsidiaries amounted to $6,585,576. Simpsons- 
Sears Limited, a Canadian affiliate, remitted divi¬ 
dends of 51,665,783 (U.S.). 

Depreciation expense increased 514.6 million, or 
19%. The Company calculates depreciation on the 
sum-of-the-years-digits method which results in 
accelerated write-offs during the early years of new 
additions. Interest expense increased S26,7 million 
or 40%, reflecting the strong upward trend of 
interest rates during the year. At the close of the 
year interest rates registered a slight decline. 

The 1966 provision for Federal and state income 
taxes totaled 5277,790,000 (including income taxes 
applicable to capital gains). The comparable figure 
for 1965 amounted to 5280,350,000. The effective 
income lax rate for 1966 was lower than 1965 due 


mainly to a greater portion of income being repre¬ 
sented by increased non-taxable dividends. Total 
taxes. Federal, state and other, rose to 5393,110,103, 
an increase of 517,667,111. This total represented 
53% of income before taxes. 


1966 


Income before taxes. . . . $736,182,435 

Per Share. 4.82 

Taxes, Federal, state and 

other. 393,110,103 

Per Share. 2.57 

Net income. 343,072,332 

Per Share. 2.25 


1965 

$698,791,050 

4.58 

375,442,992 

2.46 

323,348,058 

2.12 


Combined net income — record $2.52 per share. 

Sears equity in the undistributed net income (net 
income after dividends) of unconsolidated subsidi¬ 
aries and Simpsons-Sears rose to 541.731.083 or 21i 
per share of Sears stock, compared with 534,346,760 
or 23p per share for 1965. 


Combined Net Income 


{milliom) 



Amount 

Per Share 

Net income. 

$343.1 

$2.25 

Equity in undistributed 



net income. 

41.7 

.27 

Combined netincome 

$384.8 

$2.52 


1965 


Amount 

Per Share 

$323.3 

$2.12 

34.4 

.23 

$357.7 

$2,35 


Sears equity in the net assets of unconsolidated 
subsidiaries and Simpsons-Sears was 5623,895,169 or 
$383,110,278 in excess of the Company's investment 
of 5240,784,891. A schedule of equity in unconsoli¬ 
dated subsidiaries is shown on page 20. 
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FINANCIAL REVIEW continued 


Dividends increased — sixth consecutive year. 

Higher dividends were paid to shareholders in 
fiscal 1966. Total dividends amounted to SI.20 per 
share, up 1 / 4 ^ from the S1-12JT per share paid in 
fiscal 1965. Dividends for 1966 amounted to 53% 
of net income. 

Dividends to Shareholders 


{niillio'is) 

1966 

1965 

Quarter 

Amount 

Per 

Share 

Amount 

Per 

Share 

1st. 

. . $ 38.1 

$ .25 

$ 34.2 

$ .22y2 

2nd. 

. . 38.2 

.25 

38.1 

.25 

3rd. 

. . 38.2 

.25 

38.1 

.25 

4th—Regular. . 

. . 38.2 

.25 

38.1 

.25 

Extra . . . 

. . 30-5 

.20 

22.9 

.15 

Fiscal year .... 

. . $183.2 

$1.20 

$171.4 

$1.121/2 

Shareholders’ 

equity over 

$2.3 

billion. 

Share- 


holders’ Equity (book value) increased SI67 mil¬ 
lion to a total of S2,346.1 inillion as of the close of 
the year. Earnings retained for use in the business 
(1966 net income less dividends) accounted for 
S159.9 million. Payments received from employes 
for stock issued under option plans accounted for 
S7.1 million. 

As of January 31, 1967, shareholders’ equity 
totaled S15.36 per share compared with S14.29 per 
share a year earlier. The rate of return on equity 
(net income divided by shareholders’ equity as of 
year end) was 14.6%. 


Sears, Roebuck and Co. Shareholders Per Cent 

of Shares 
Held 

Individuals. 41 

Employes Profit Sharing Pension Fund. 23 

Nominees. 23 

Investment companies and brokers. 6 

Trusts . 4 

Corporations and firms. 1 

Educational, religious and charitable organizations . . 1 

Other. 1 

100 


Contribution to Profit Sharing Fund $67.5 million. 

The Company contributed $67,485,363 to The Sav¬ 
ings and Profit Sharing Pension Fund of Sears, 
Roebuck and Co. Employes. This figure included 
$3,115,333 applicable to capital gains on the sale of 
securities and properties. The Fund to which both 
the employes and the Company contribute, had 
181,594 members and held 35,615,845 shares or 
23.3% of Sears stock outstanding on December 31, 
1966, the close of the Fund’s fiscal year. 

Customer receivables increase. Customer easy 
payment and revolving charge balances rose 
$223,754,353 or 8.3% to a total of $2,931,105,160 
as of year end. Customer account balances increased 
as a result of a higher sales volume together with a 
slight rise in the per cent of credit sales to total sales. 

At year end customer accounts numbered 
16,287,340 of which 8,219,133 were revolving 
charge accounts with an average balance of $112, 
and 8,068,207 were easy payment accounts with an 
average balance of $249. 














































Golleciion experience continued to be satisfactory. 
Allowance for collection expense and losses on 
customer accounts rose $13,434,662 to a total of 
$209,447,852 as of year end. This increase was due to 
thelargerarnountof customer accounts outstanding. 

Inventories reach $1 billion. Merchandise inven¬ 
tories increased to a year end total of $1,047,672,173. 
This figure was 9.4% higher than the total of 
$957,563,184 a year earlier. Additional inventories 
are required to .support the planned growah in sales 
from both new and existing facilities of the re¬ 
tail and catalog order divisions. 

The Company also had merchandise on order 
and in transit amounting to $1.4 billion at tlte close 
of the year. 

Short-term borrowing rise. Short-term borrowings 

increased $188,071,449 to $1,370,580,749 reflecting 
the additional financing requirements resulting from 
iitcreased customer receivables. Over $1.1 billion of 
the year end total was obtained through .Sears 
Roebuck Acceptance Corp., a wholly owned con¬ 
solidated subsidiary which aids in linancing Sears 
credit business. 

Working capital higher. Working capital was 

$1,621,651,640 as of year end, up $2,839,002 from 
$1,618,812,638, a year earlier. Current assets 
equaled 1.6 times current liabilities as of the close of 
the year. 

The following statentent of Working Capital 
Changes highlights the signiflcant items that brougJit 
about increases and decreases in working capital. 


Working Capital Changes {miHions) 


Increases 

Income before capital gains. 

Capital gains (net of taxes and profit 
sharing contribution). 

Add back expense item not affecting 
working capital; 

Depreciation. 


Receipts for stock issued under stock 
option plans. 

Dispositions of property, plant and equip¬ 
ment—net. 

Other changes—net. 

Total Increases. 

Decreases 

Dividends to shareholders. 

Expenditures for property, plant and 
equipment. 

Reduction in long-term debt. 

Additional investment in subsidiaries 
and affiliates. 

Total decreases. 

Increase in working capital. 


1966 

1965 

$321.5 

$317.0 

21.6 

6.3 

92.7 

435.8 

78.1 

401.4 

7.1 

9.8 

3.7 

5.9 

2.4 

5.5 

$449.0 

$422.6 

$183.2 

$171.4 

224.4 

196.0 

12.0 

12.0 

26.6 

41.4 

$446.2 

$420.8 

$ 2.8 

$ 1.8 


Sale of Warwick Electronics Inc. stock to Whirlpool 
Corporation. On Sepieiuber 1. 1966, Sears, Roebuck 
and Co, sold to Whirlpool Corp. 2,350,000 shares of 
Warwick Electronics Inc. common stock (56% of 
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FINANCIAL REVIEW iiDilinmd 




the Warwick shares outstanding), thereby reducing 
the Company’s ownership in Warwick to 26.6%. 
Sears also granted Whirlpool an option expiring 
in 1971 to purchase the remaining 1,113,792 shares 
of Warwick common stock held by Sears. 

Warwick continues to be the Company’s primary 
supplier of TV sets, radios and phonographs. Sears, 
Roebuck and Co. believes this transaction will 
further develop its position in the fast growing home 
entertainment line of major consumer appliances. 

Capital gain on the sale of Warwick stock 
amounted to $20.1 million or 13^ per share, after 
deducting $8.9 million applicable to income taxes 
and profit sharing contribution. 

Long-term debt reduced. The Company acquired 
for cancellation $5.6 million of Sears, Roebuck and 
Co. 4-9^% sinking fund debentures during 1966, 
These acquisitions plus transfer of $6.4 million of the 
same debentures from non-current to current lia¬ 
bilities reduced total long-term debt $12 million to 
$427 million as of year end. See schedule on long¬ 
term debt (page 18) and note 5 on page 19. 

Capital expenditures over $200 million. The 
planned program of expansion and improvement 
was continued during 1 966. Sears invested 
$224,413,123 in land, buildings, furniture, fixtures 
and equipment, an increase of $28,452,901 over 
1965. Over the last five years the Company has in¬ 
vested $809 million in new and improved facilities. 

Retail continued to receive the major share of 
capital expenditures. 


Capital Expenditures 1966 


1965 


Retail . . . . 
Catalog Order 
Other . . . . 


$186,592,375 

35,149,641 

2,671,107 

$224,413,123 


$154,539,819 

38,980,720 

2,439,683 

$195,960,2^ 
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New store openings. Forty-six new retail stores 
were opened during the year, eight more than were 
opened in 1965. Twenty of the new stores are com¬ 
plete department stores and twenty-four are me¬ 
dium size department stores. All the stores present 
the latest in design and fixtures. 

New retail stores in areas which previously did 
not have a Sears store totaled twenty-six. Replace¬ 
ments of existing Sears stores in the same shopping 
communities numbered twenty. Ten small stores 
and one medium size store were closed. Five stores 
were enlarged and modernized in their present lo¬ 
cations. The above changes added 6,288,000 square 
feet of gross store space to the retail operations. 

Other selling facilities continued to expand with 
the addition of two hundred four catalog, retail 
and telephone sales offices. Major enlargements and 
other improvements were completed in a number 
of the catalog order plants. Additional warehouse 
space was acquired to support the catalog order 
plants. 


Changes in Property, Plant and Equipment—Net 

(nirllions) 



1966 

1965 

Balance beginning of year, . . , 

Changes during the year 

. $752.2 

$640.2 

Capital additions. 

. . . . $224.4 

$196.0 

Depreciation. 

. . . . (92.7) 

(78.1) 

Dispositions—net. 

. . . . (3.7) 

(5.9) 

Net increase for the year .... 

. . . . $128.0 

$112.0 

Balance end of year. 

. . . . $880.2 

$752.2 


Retail Stores Opened in 1966 (46) 

Complete Department Stores (20) 

Akron, Ohio 

Norristown, Pa.* 

Albany—Colonie, N.Y. 

Pittsburgh 

Allentown, Pa.* 

(Allegheny), Pa.* 

Atlanta, Ga. 

Pittsburgh 

Calumet City (Chicago), 111. 

(Penn Center). Pa. 

Chula Vista, Calif. 

Richmond Heights 

Columbus, Ga,* 

(Cleveland), Ohio 

Concord, Calif.* 

San Bernardino, Calif.* 

Costa Mesa, Calif. 

Silver Spring, Md. 

Gretna (New Orleans). La. 

Springfield, Mass. 

Memphis, Tenn. 

Virginia Beach, Va. 

Warwick, R.I.* 

Medium Size Department Stores (24) 

Anchorage, Alaska 

Houma, La. 

Austin, Minn. 

Jackson, Mich.* 

Bloomington, III.* 

Kansas City, Kans. 

Bossier City, La.* 

Kingston, N.Y. 

Caguas, Puerto Rico 

Lebanon, Pa.* 

Clarksville, Ind.* 

Lockport, N.Y.* 

Clarksville, Tenn. 

Marion, Ohio* 

Dayton, Ohio 

Ocala, Fla.* 

El Paso, Tex. 

Olympia, Wash.* 

Eureka, Calif. 

Pottstown, Pa.* 

Frankfort, Ky.* 

Sandusky, Ohio* 

Green Bay, Wis.* 

Hard Lines Stores (2) 

Titusville, Fla. 

Colon, Republic of Panama 

* Reolaced existing store. 

St. Croix, Virgin Islands 

Facilities—January 31, 1967 


Retail Stores 


Complete Department Stores 

. 199 

Medium Size Department Stores. 363 

(carrying extensive assortments of general 

merchandise) 


Hard Lines Stores ... 

. 239 

(carrying major household 

appliances, hard 

lines, sporting goods and 

automotive sup- 

plies) 



801 

Catalog Order Plants. 

. 11 

Catalog, Retail and Telephone Sales Offices. , . 1,653 

(sales offices under catalog order or retail 

management supervision) 


Major Distribution Warehouses 

. 54” 

(for retail store groups) 


Service and Parts Centers . . 

. 83 

(supporting retail and catalog order service 

operations) 


**Plus 385 other warehouses serving individual stores. 
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remember this symbol , . , 



. . . on our retail store shelves and catalog 
pages, it identifies top-quality Sears prod¬ 
ucts that give superior service. To satisfy 
the more discriminating taste of today’s 
shoppers, with their insistence upon bet¬ 
ter goods, each one 

• Has practical and distinctive features 
that make it an outstanding value at 
its price 

• Has been laboratory approved to as¬ 
sure its superiority in quality and 
performance 

• Has been designed to suit our custom¬ 
ers’ needs, and to add to their satis¬ 
faction with Sears. 

This selected group of some 300 products 
has been carefully chosen to prove Sears 
continuing merchandising leadership 
through product development ... as in 
the following representative examples . . . 


This Empress styling is one of six smart design treatments 
available in the TwinDor Coldspot refrigerator. Its double 
doors permit easier access in the smallest of kitchens, be¬ 
cause the door swing requires only half as much room space 
. . . and because it’s both a right and a left hand door model, 
it will always adapt easily to a new floor plan! Of course, it is 
completely frostless, has Spacemaster adjustable shelves, 
and contains an automatic ice maker. 
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Sears exclusive Cling-alon® nylons stretch more than twice 
their length in the relaxed state. Not only does this unusual 
degree of stretch mean longer life, but Cling-alon® hosiery 
really does "cling" to the leg. That’s why they’re the most 
beautiful, most fashionable, most comfortable stretch 
stockings we've ever seen. And Cling.alons® are propor¬ 
tioned by width as well as by length, to assure a truly 
superior fit. 


Priced to be an outstanding value, Sears Deluxe Auto Air 
Conditioner affords an unusually high rate of cool air move¬ 
ment . . . effectively controlled through adjustable louvers 
for maximum personal comfort and unexcelled back seat 
cooling. Trimline styled, it has padded front and recessed 
controls. 
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By developing a solution to significant technical problems, 
Sears took the lead last spring in introducing the luxury of 
Perma-Prest No-Iron sheets and pillowcases. These smooth 
easy-care sheets, in both flat and fitted styles, are available 
in twin, full, king- and queen-sizes. 


Our SEARS BEST Duralon/Cotton men’s underwear has 
been developed from special yarns that give better fit and 
shape-retention after laundering, with such remarkably 
longer life that we guarantee each garment to wear two full 
years. 




Sears Super 12 HP riding tractor has an exclusive dual 
range, six-speed all-gear transmission that provides full 
power in the widest range of speeds in the market—from 
0.75 to 6 miles per hour. The new low speed eliminates a 
need for extra pulleys, underdrives, or power takeoffs in 
order to use its wide range of implements. Has electric 
starter, headlights, tail lights, two reverse speeds. 
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These precision 7-power binoculars have an extra wide-angle 
field of vision that almost doubles the viewing area of ordinary 
binoculars. 


Here are fashion-right 1 and 2-piece doubfe knit dresses that 
made a great hit. These easy-care textured Dacron® Polyester 
knits never need to be dry cleaned . . . they're hand wash¬ 
able, and after they drip dry they’re ready to wear In no time 
at all. 


The CRAFTSMAN self-cleaning power mower is notable pri¬ 
marily as the on/y push-type rotary In America with an extra 
spinning blade which cleans grass from inside its magnesium 
housing. Two other novel features assure easy starts—the 
push-button fuel primer gets fuel into engine fast, and an auto¬ 
matic compression-release makes it 50% easier for the no-pull 
starter to spin the 3y2-HP engine. 
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SEARS, ROEBUCK AND CO. and consolidated subsidiaries 


STATEMENT OF INCOME 

NET SALES . 

DIVIDENDS (principally from subsidiaries) . 

INTEREST INCOME. 

TOTAL INCOME. 

COSTS AND EXPENSES (note 10) 

Cost of sales, advertising, selling, administrative and 
general expense. 

Rents (properties and equipment) . 

Repairs and maintenance. 

Depreciation (note 3) . 

Taxes (other than Federal and state income taxes—note 4) ... . 

Interest expense. 

Contribution to Employes Profit Sharing Fund 

(excluding amount applicable to capital gains—detail page 8) . . 

TOTAL COSTS AND EXPENSES . 

INCOME BEFORE INCOME TAXES AND CAPITAL GAINS. 

FEDERAL AND STATE INCOME TAXES (note 4) . 

INCOME BEFORE CAPITAL GAINS. 

CAPITAL GAINS (net of taxes and profit 

sharing contribution) . 

NET INCOME. 

PER SHARE OF COMMON STOCK 

INCOME BEFORE CAPITAL GAINS . 

CAPITAL GAINS (net Of taxes and profit sharing contribution) . . 

NET INCOME. 


STATEMENT OF RETAINED EARNINGS 

BALANCE BEGINNING OF YEAR. 

NET INCOME. 

DEDUCT DIVIDENDS TO SHAREHOLDERS 
($1.20 per share and $1.12V2 per share, respectively) . . 

RETAINED EARNINGS FOR THE YEAR. 

BALANCE END OF YEAR. 


YEAR ENDED 
JANUARY 31, 1967 

YEAR ENDED 
JANUARY 31, 1966 

$6,804,894,331 

$6,390,000,372 

49,007,006 

40,144,162 

1,868,614 

5,681,291 

6,855,769,951 

6,435,825,825 

5,785,379,470 

5,436,999,806 

70,555,016 

63,058,724 

41,437,254 

38,117,734 

92,701,903 

78,138,344 

115,320,103 

95,092,992 

93,181,837 

66,434,099 

64,370,030 

62,243,381 

6,262,945,613 

5,840,085,080 

592,824,338 

595,740,745 

271,348,000 

278,686,000 

321,476,338 

317,054,745 

21,595,994 

6,293,313 

$ 343,072,332 

$ 323,348,058 

$2.11 

$2.08 

.14 

.04 

$2.25 

$2.12 

YEAR ENDED 
JANUARY 31, 1967 

YEAR ENDED 
JANUARY 31. 1966 

$1,841,748,297 

$1,689,832,491 

343,072,332 

323,348,058 

183,183,299 

171,432,252 

159,889,033 

151,915,806 

$2,001,637,330 

$1,841,748,297 


16 

































































BALANCE SHEET JANUARY 31. 1967 


Assets 

CURRENT ASSETS 

Cash. $ 198,008,880 

Marketable securities (market value $ 17 . 967 , 743 ) . 1,350,409 

Receivables—net (detail page is) . 2,830,626,525 

Inventories (note 2) . 1,047,672,173 

Prepaid advertising and other charges. 56,181,752 

TOTAL CURRENT ASSETS . 4,133,839,739 

INVESTMENTS (detail page 18) . 268,537,865 

PROPERTY, PLANT AND EQUIPMENT-NET (defaiV page i8) . 880,229,493 

UNAMORTIZED DEBENTURE DISCOUNT AND EXPENSE . 2,704,019 

TOTAL ASSETS . $5,285,311,116 


Liabilities and Shareholders’ Equity 

CURRENT LIABILITIES 

Notes payable. $1,370,580,749 

Accounts payable. 238,925,839 

Accrued expenses. 138,398,314 

Federal income taxes accrued. 111,719,999 

Deferred income taxes (note4) . 574,005,000 

Other accrued taxes. 78,558,198 

TOTAL CURRENT LIABILITIES. 2,512,188,099 

LONG-TERM DEBT (nofe 5 and c/efa/7page JS). 427,000,000 

TOTAL LIABILITIES. 2,939,188,099 


SHAREHOLDERS' EQUITY 

Common stock $1.50 par value—authorized 200,000,000 
shares, outstanding 152,747,308 shares and 

152,516,941 shares, respectively (nofe 7). 229,120,962 

Capital in excess of par value (notes). 115,364,725 

Retained earnings. 2,001,637,330 

TOTAL SHAREHOLDERS’ EQUITY . 2,346,123,017 

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY . $5,285,311,116 


See accompanying detail and notes to financial statements on pages 18, 19 and 20. 


JANUARY 31, 1966 


$ 193,372,471 
1,350,409 
2,708,994,388 
957,563,184 
48,775,119 
^910,^55,571 

244,057,379 

752,180,161 

3,031,391 

$4,909,^24,502 


$1,182,509,300 

227,723,345 

130,195,212 

138,136,002 

526,600,000 

86,079,074 

2,291,242,933 

439,000,000 

27730^42,933 


228,775,412 

108,557,860 

1,841,748,297 

2,179,081,569 

$4,909,324,502 
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BALANCE SHEET DETAIL 



January 31, 

January 31, 


1967 

1966 

RECEIVABLES 



Customer installment accounts receivable 



Easy payment accounts. 

$2,012,101,723 

$1,892,775,172 

Revolving charge accounts.. 

919,003,437 

814,575,635 


2,931,105,160 

2,707,350,807 

Other customer accounts . 

65,195,666 

67,663,647 

Notes receivable, Allstate Financial Corp.. 

— 

77,975,000 

Dividend receivable, Allstate Insurance Company. 

26,550,000 

21,000,000 

Miscellaneous accounts and notes receivable. 

54,080,405 

53,689,124 


3,076,931,231 

2,927,678,578 

Less allov/ance for collection expense and losses on customer accounts. ,. 

209,447.852 

196,013,190 


2,867,483,379 

2,731,665,388 

Deduct installment accounts sold—less portion of proceeds withheld 



pending collection. 

36,856,854 

22,671,000 


$2,830,626,525 

$2,708,994,388 

INVESTMENTS (substantially at cost) 



Unconsolidated subsidiaries and Simpsons-Sears (note 11) 



Allstate Insurance Company (wholly owned). 

$ 54,848,347 

$ 54,848,347 

Allstate Enterprises, Inc. (wholly owned). 

49,903,450 

49,903,450 

Foreign subsidiaries. 

49,126.343 

37,717,381 

Other subsidiaries. 

66,530,201 

69,387,298 

Simpsons-Sears Limited (50% of voting stock). 

20,376,550 

20,376,550 


240,784.891 

232,233,026 

Other investments and advances. 

27,752,974 

11,824,353 


$ 268,537,865 

$ 244,057,379 

PROPERTY, PLANT AND EQUIPMENT (at cost) 



Land. 

$ 150,306,532 

$ 134,176,131 

Buildings and improvements. 

813,694,356 

698,706,891 

Less accumulated depreciation. 

268,336,188 

229,484,576 


545,358,168 

469,222,315 

Furniture, fixtures and equipment. 

443.535.856 

364,161,717 

Less accumulated depreciation. 

258,971,063 

215,380,002 


184,564,793 

148,781,715 

Total property, plant and equipment . 

$1,407,536,744 

$1,197,044,739 

Less total accumulated depreciation. 

527,307,251 

444,864,578 


$ 880,229,493 

$ 752,180,161 

LONG-TERM DEBT 



Sears, Roebuck and Co. (note 5) 



4%% Sinking Fund Debentures, due 1983. 

$ 302,000,000 

$ 314,000,000 

Sears Roebuck Acceptance Corp. 



4%% Debentures, due 1972 . 

50,000.000 

50,000,000 

5% Debentures, due 1982. 

50,000,000 

50,000,000 

4y8% Subordinated Debentures, due 1977 . 

25,000,000 

25,000.000 


$ 427,000,000 

$ 439,000,000 
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NOTES TO FINANCIAL STATEMENTS 


1. Consolfdating principles. The Company consoJidates 
all wholly owned domestic subsidiaries except Allstate 
Insurance Company, Allstate Enterprises, Inc. and 
Homart Development Co. 


2. Inventories. Mcrchartdtse inventories are valued at 
the lower of cost or market. Cost is determined on the 
hrst-in, hrsc-out basis for individual items for catalog 
order and pool stocks, and by the retail inventory method 
for retail stores. 


3. Depreciation. On assets acquired after 1953, de¬ 
preciation is computed on the sum-of-the-years-digits 
method. On assets acquired earlier, the straight line 
method is used. 


4. Taxes. For income tax purposes, the Company uses 
the installment method of reporting its income. Under 
this method, the tax on the profit from an installment 
sale is payable when the profit is realized by a collection 
from the customer or through the sale of the account. 
However, the consolidated financial statements are pre¬ 
pared on the accrual basis wherein the profit on an 
installment sale is included in income at the time of 
sale, and the provision for Federal and state income taxes 
is charged against income concurrently. 


5. Long-term debt. The indenture provides that the 
Company cannot take certain actions, including the 
declaration of cash dividends, which would cause its un¬ 
encumbered assets to drop below 150% of liabilities. 
Unencumbered assets were substantially in excess of 
150% of liabilities as of January 31, 1967. The sinking- 
fund provisions call for the redemption of not less than 
$12,000,000 nor more than $24,000,000 of debentures on 
each February 1 through 1970 and not less than $16,000,000 
nor more than $32,000,000 in each of the years 1971 
through 1983. Debentures acquired or redeemed by the 
Company otherwise than through the sinking fund or 
redeemed through the sinking fund in excess of the 
minimum amount required may be credited against sub¬ 
sequent sinking fund requirements. Accumulated credits 
in excess of the minimum requirement on February 1, 
1967 amounted to $5.6 million. The balance of $6.4 
million required by February 1, 1968 is included in 
current liabilities. 


6. Rentals—long-term leases. Minimum fixed rentals, 
exclusive of taxes, insurance and other expenses payable 
directly by the Company, under long-term leases (over 
three years) in effect as of January 31, 1967 were, for the 
fiscal years or periods indicated, as follows: 


1967 . $30,365,000 

1968 . 30,552,000 

1969 . 30,585,000 

1970 . 27,244,000 

1971 . 26,642,000 


1972-1976. .. .$119,554,000 
1977-1981, .. 100.872,000 
1982-1986 .. 79,837,000 

1987-1991. .. 47,305,000 

After 1991.... 56,943,000 


A number of store and w'arehouse properties are leased 
from various insurance and educational institutions 
and from private investors. Most of these leases arc 
for maximum terms ranging from 25 to 99 years with 
the right, after initial periods ranging from 25 to 45 
years, to terminate or continue at reduced rentals, and 
contain one or both of the following two additional types 
of options: a) The Company can, after the initial period 
of years, purchase the property at the then fair value of 
the land alone, b) The Company can, on various speci¬ 
fied dates (usually within the first 25 to 35 years), make 
a rejectablc offer to purchase the property at specified 
prices and, in the event the lessor does not accept the 
offer, can either terminate or continue the lease. 


7. Employes stock options. As of January 31, 1967, 
options for 2,010,512 shares were outstanding. Those 
options issued prior to January 1, 1964 expire ten years 
from date of grant and, except in a few cases, arc exercis¬ 
able in five annual and cumulative installments begin¬ 
ning one year from date of grant. Options that were 
issued subsequently expire five years from date of grant 
and are exercisable in four equal installments with the 
first installment accruing approximately one year after the 
dale of grant and the remaining installments accruing 
annually in the following three year period. No additional 
options weregi'anted during 1966 or will be granted under 
approved plans existing as of January 31, 1967. 

Outstanding options at year end ranged in price from 
$15.57 to $64.13 per share, aggregating $75,856,306. 
Options for 230,367 shares were exercised during the 
year and 1,468,856 shares were exercisable at year end. 

8. Capital in excess of par value. The increase of 
$6,806,865 during the year is attributable to the excess 
of proceeds over par value of 230,367 common shares 
issued under employe stock options. 
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NOTES TO FINANCIAL STATEMENTS cnutiuued 


9. Supplemental Savings and Retirement Plan. For the 

fiscal year 1966 the Company contributed $8,822,663 to 
the Employes Supplemental Savings and Retirement 
Plan, which is in accordance with the Company’s 


policy of funding current pension costs. The assets of this 
plan exceeded the actuarially computed value of vested 
benefits as of January 31, 1967. 


10. Costs and expenses. The Company’s cost and ex¬ 
penses are classified as follows in its annual reports to the 
Securities and Exchange Commission: 

Cost of sales, buying and occupancy expenses. 

Selling, administrative and general expenses. 

Provision for doubtful accounts and increase in allowance for collection expenses 

Interest expense. 

Contribution to Employes Profit Sharing Fund . 

(excluding amount applicable to capital gains) 

Total Costs and expenses. 


Year Ended 


January 31, 

1967 

January 31, 
1966 

$4,134,748,660 
' 1.930.986,424 
39,658,662 
93,181,837 
64,370,030 

$3,924,073,652 

1,742,418,401 

44,915,547 

66,434,099 

62,243,381 

$6,262,945,613 

$5,840,085,080 


11. Equity in unconsolidated subsidiaries and Simpsons-Sears. 

Consolidated income includes the Company’s equity in 
the net income of unconsolidated subsidiaries and Siinp- 
sons-Sears only to the extent of dividends received from 


these companies. The schedule below shows the various 
undistributed equities for the year together with a com¬ 
parison of the costs of Scars investments with Sears equity 
in the underlying net assets of the companies. 



Equity in Undistributed 

Net Income 

For Year Ended 

January 31, 1967 


January 31. 1967 



Amount 

Per 

Share 

Investment 

on 

Sears Books 

Equity in 

Net Assets of 
Companies 

Excess of 
Equity over 
Investment 

Allstate Insurance Company. 

. $37,343,677 

$.24 

$ 54,848,347 

$385,505,662 

$330,657,315 

Allstate Enterprises, Inc. 

. 625,018 

— 

49,903,450 

56,095,943 

6,192,493 

Foreign subsidiaries. 

. (1,569,585) 

(.01) 

49,126,343 

65,468,168 

16,341,825 

Other subsidiaries. 

. 2,917,124 

.02 

66,530,201 

74,793,420 

8,263,219 

Simpsons-Sears Limited . 

. 2,414,849 

.02 

20.376,550 

42,031,976 

21,655,426 


$41,731,083 

$.27 

$240,784,891 

$623,895,169 

$383,110,278 


REPORT OF CERTIFIED PUBLIC ACCOURTAjVTS 


To the Shareholders and Board of Directors 
of Sears, Roebuck and Co. 

VVe have examined the accompanying Balance Sheet of 
Scars, Roebuck and Co. and consolidated subsidiaries as of 
January 31, 1967, and the related Statements of Income 
and Retained Earnings for the year then ended. Our exam¬ 
ination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of 
the accounting records and such other auditing procedures 
as we consideied necessary in the circumstances. 


In our opinion, the statements referred to above pre.sent 
fairly the consolidated financial position of Scars, Roebuck 
and Co. and consolidated subsidiaries at January 31, 1967, 
and the consolidated results of their operations for the year 
then ended, in conformity with generally accepted account¬ 
ing principles applied on a basis consistent with that of the 
preceding year. 

Chicago, Illinois, March 29, 1967 Touche, Ross, Bailey & Smart 
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OTHER SEARS SUBSIDIARIES 


Allstate Enterprises, Inc. (wholly owned). This 
company and its subsidiary companies are en¬ 
gaged in the auto finance, motor club, insurance 
inspection, and fire protective and safety engineer¬ 
ing businesses. The auto financing business was 
being conducted in thirty-three states at year end, 
eight of which were added durijig the year, Ne^v• 
loans made on autos were 11158,791,250, an increase 
of 43% from 1965. Auto loans outstanding as of 
year end 1966 totaled 11177,963,271, a 49.5% rise 
from the previous year end. Memberships in the 
Allstate Motor Club grew 25,7% during the year 
to 476,500. 

Gross revenues of Allstate Enterprises, Inc. and 
its subsidiaries (excluding Allstate Savings and Loan 
Association) totaled 523,040,150, up 44.2% from 
1965. During 1966 the companies financed their oper¬ 
ations in part through the issuance of short term 
notes to investors. Interest rates on borrow'ed funds 
were much higher in 1966 than rates paid in 1965. 
Late in 1965 Sears, Roebuck and Co. contributed 
$35,000,000 additional capital funds to Allstate 
Enterprises, Inc. Net income was $1,066,890 com¬ 
pared with $1,029,571 for 1965. 

Savings and Loan Associations. Metropolitan Sav¬ 
ings and Loan Association of Los Angeles, California 
is 99.5% owned by Sears, and Allstate Savings and 
Loan Association of North Hollywood, California 
is wholly owned by Sears subsidiary, Allstate En¬ 


terprises, Inc, Both Savings and Loan Associations 
were handicapped in 1966 by tight money and 
higher rates on savings accounts, and a sluggish real 
estate market. Gross revenues totaled $17,640,554 
compared with $17,887,689 for 1965. The two 
•Associations combined had a net loss of $231,810 
before appropriations to reserves for 1966 compared 
with a net income of $1,678,601 for the previous 
year. Assets totaled $306,531,427, an increase of 
1.6% for the year. Savings accounts at year end 
totaled $246,555,158, a rise of 3% from the pre¬ 
vious year end. 

Homart Development Co. This wholly owned sub¬ 
sidiary develops and operates shopping centers in 
which Sears has one of the major department 
stores. Inland Center in San Bernardino, Cali¬ 
fornia and Colonie Center in Albany, New York 
opened in October, 1966. Homart now has five 
regional shopping centers in operation. 

A sixth center. Midland Mall in Warwick, Rhode 
Island, is scheduled to open in Fall, 1967. The Sears 
store in that center opened in January, 1967. 

Plans are being developed for stores to comple¬ 
ment the Sears store which opened in 1965 on the 
site of the Valley View Center in Dallas, Texas. 
The second phase of this center is scheduled to open 
in 1968. Site work has begun for the center in 
Nanuet, New York, which is scheduled to open in 
Spring, 1969. 


21 


SEARS, ROEBUCK AND CO. and consolidated subsidiaries 


TEN YEAR SUMMARY 

RESULTS FOR THE YEAR (millions) 

Net sales. 

Dividend income. 

Income before income taxes (including capital gains) 

Federal and state income taxes. 

Net income. 

Dividends to shareholders. 

Depreciation. 

Taxes (other than Federal and state income) . 

Contribution to Employes Profit Sharing Fund 
Capital expenditures. 


PER SHARE OF COMMON STOCK (dollars) 

income before capital gains. 

Capital gains. 

Net income. 

Equity in undistributed net income of unconsolidated 

subsidiaries and Simpsons-Sears. 

Combined net income. 

Dividends to shareholders. 

Shareholders’ equity (took value)— year end . 

MISCELLANEOUS DATA 

Shareholders (Employes P.S. Fund counted as single shareholder) 

Retail stores (excluding foreign stores) . 

Catalog order plants. 

Catalog, retail and telephone sales offices. 

Employes Profit Sharing Fund: (as of December 31) 

Members. 

Market value of Fund (millions) . 


1966 

1965 

1964 

$ 6,805 

$ 6,390 

$ 5,740 

49 

40 

36 

621 

604 

567 

278 

281 

263 

343 

323 

304 

183 

171 

152 

93 

78 

66 

115 

95 

86 

67 

63 

59 

224 

196 

179 

2,931 

2,707 

2,339 

1,048 

958 

848 

1,370 

1,158 

1,004 

1,622 

1,619 

1,617 

880 

752 

640 

427 

439 

451 

2,346 

2,179 

2,017 

42 

34 

34 

383 

406 

340 

2.11 

2.08 

1.98 

.14 

.04 

.02 

2.25 

2.12 

2.00 

.27 

.23 

.22 

2.52 

2.35 

2.22 

1.20 

1 . 121/2 

1.00 

15.36 

14.29 

13.26 

259,620 

243,608 

197,496 

801 

786 

777 

11 

11 

11 

1,653 

1,449 

1,216 

181,594 

172,393 

158,500 

1,858 

2,652 

2,655 


YEAR END POSITION (mi//ions) 

Easy payment and revolving charge accounts outstanding 

(before allowances and deduction of accounts sold) . 

Inventories. 

Merchandise on order and in transit. 

Working capital . 

Property, plant and equipment—net. 

Long-term debt. 

Shareholders'equity (600/c v-a/ue). 

UNCONSOLIDATED SUBSIDIARIES AND SIMPSONS-SEARS (millions) 

Equity in undistributed net income . 

Excess of equity in net assets over investment—year end 
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1963 

1962 

1961 

I960 

1959 

1958 

1957 

$ 5,116 

$ 4,603 

$ 4,268 

$ 4,134 

$ 4,036 

$ 3,721 

$ 3,601 

33 

33 

30 

27 

23 

19 

6 

497 

466 

430 

387 

420 

353 

343 

236 

231 

206 

190 

218 

183 

180 

261 

235 

224 

197 

202 

170 

163 

133 

125 

113 

105 

105 

90 

82 

50 

43 

37 

35 

32 

27 

25 

79 

71 

63 

62 

52 

44 

43 

54 

50 

47 

43 

46 

38 

36 

134 

76 

56 

69 

67 

43 

53 

1,999 

1,756 

1,635 

1,575 

1,439 

1,227 

1,120 

759 

653 

604 

603 

606 

563 

511 

870 

742 

689 

677 

657 

612 

520 

1,606 

1,552 

1,478 

1,450 

1,382 

1,315 

952 

534 

453 

424 

345 

316 

283 

272 

475 

475 

475 

475 

475 

475 

125 

1,856 

1,719 

1,604 

1,488 

1,392 

1,292 

1,211 

33 

30 

29 

29 

28 

12 

15 

299 

264 

304 

227 

196 

160 

111 

1.72 

1.54 

1.40 

1.30 

1.34 

1.13 

1.09 

_ 

.01 

.08 

.01 

— 

— 

— 

1.72 

1.55 

1.48 

1.31 

1.34 

1.13 

1.09 

.22 

.20 

.20 

.19 

.19 

.08 

.10 

1.94 

1.75 

1.68 

1,50 

1.53 

1.21 

1.19 

.88 

.83 

.75 

.70 

.70 

.60 

.55 

12,22 

11.35 

10.61 

9.87 

9.25 

8.60 

8.07 

173,242 

167,646 

159,551 

156,257 

152,623 

146,331 

141,957 

761 

748 

747 

747 

741 

736 

732 

11 

11 

11 

11 

11 

11 

11 

1,112 

1,009 

994 

984 

950 

887 

850 

150,803 

146,847 

150,043 

150,005 

144.049 

139,967 

135,895 

2,149 

1,754 

2,111 

1,429 

1,322 

1,062 

704 
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ALLSTATE INSURANCE 


Calvin Fentress, Jr. relinquished his duties as 
Allstate’s Chairman, of the Board in January, 1966, 
after having served in that capacity since February 
of 1957. Mr. Fentress continues serving Allstate as a 
member of its Board of Directors and as Chairman 
oi its Finance Committee. He also continues as a 
member of the Sears Board. 

Mr. Fentress served with distinction as President 
of Allstate from 1941 to 1957. During that time he 
left an indelible mark upon the organization, par¬ 
ticularly in the areas of manpower development, 
customer service, corporate planning, investment 
policy and practice, and corporate citizenship. 

Judson B. Branch succeeded Mr. Fentress as 
Chairman in January of last year. Mr. Branch had 
been President and chief executive of Allstate since 
1957, and as Chairman he continues as chief execu¬ 
tive officer. Earlier Mr. Branch held the post of Vice 
President in charge ot E'ield Operations. Archie R. 
Boe was elected President of Allstate in January, 
1966. During Mr. Boe’s twenty-five years of service 
with the Company, he has held executive positions 
in many departments of the Company. 

Allstate under the leadership of Mr. Fentress and 
Mr. Branch has experienced unprecedented growth. 
In the postwar period, they initiated and guided the 
programs that produced the decentralized, diversi¬ 
fied and highly successful Allstate organization of 
today. During the past twenty years, premiums 
written grew' from SI6 million in 1946 to more than 
sixty times that amount, S982 million in 1966 for 
all the casualty, fire and life insurance lines com- 



Calvin Fentress, Jr. 


bined. Total net income and realized gains which 
was $378 thousand for 1946 reached nearly $74 
million for 1966. Assets of $23 million grew to a 
consolidated total exceeding $ 1}4 billion for the 
Allstate Group in the tw'eniy-year span. The num¬ 
ber of employes increased from 1,400 in 1946 to 
24,480 at year end 1966. 

The record of Allstate’s growth and progress is 
outstanding in the history of American business. 
The impetus of the Allstate organization, the fore¬ 
sight of its managers, and the opportunities for its 
employes warrant great confidence for the future. 
The entire Allstate organization is dedicated to 
profitable growth through superior service to the 
insurance-buying public. 
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Judson B. Branch Chairman 


Archie R. Boe President 



Casualty and Fire Insurance. The dynamic growth 
of the Allstate Insurance Companies is mani¬ 
fest from their results for 1966. Record highs were 
achieved in premium volume, earnings and assets 
and in the number of agency, claim and other serv¬ 
icing personnel. Premiums written for casualty and 
hre insurance lines rose 5138,923,109 from 1965 
to a total of 5938,069,047. This was the greatest 
amount of annual increase in the Companies’ his¬ 
tory. Allstate’s marketing system is efficient and its 
market programs are skillfully executed. The All¬ 
state agents are highly productive. The Companies 
wrote auto premiums of $773,754,737 during the 
year, an increase of $113,311,467 from 1965. Pre¬ 
miums written for homeowners, residential fire, 
health, commercial and the other non-auto lines 
rose to $164,314,310, up $25,611,642 from 1965. 
These other lines comprised 17.5% of Allstate’s 
total casualty and fire insurance premiums, reflect¬ 


ing the progress toward diversification while at the 
same time increasing auto writings very substan¬ 
tially each year. 

Underwriting operations produced an income of 
$46,466,251 before income taxes compared with 
$13,093,031 for 1965. The ratio of total claim costs 
to premiums earned improved on most major lines 
of insurance. The auto accident rate for Allstate’s 
business was slightly lower in 1966 than 1965 but 
still much higher than a few years ago. Factors con¬ 
tributing to the potential for auto accidents, includ¬ 
ing congestion on streets and highways and the 
increase in youthful drivers, continue to outpace the 
effects of accident preventive measures. The average 
cost of the various classes of claims increased sub¬ 
stantially again in 1966. The components of claim 
costs are among the fastest rising elements in the 
economy. The combination of the accident rate and 
the average cost of claims produced a higher cost 
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Allstate’s Regional headquarters office at Seattle, serves Washington, northern Idaho, and Alaska. 






per policy but this was more than offset by the 
increase in premium earned per policy. 

Allstate’s net investment income for 1966 from 
interest, dividends and real estate was $40,535,535 
before taxes, up $5,349,429 from 1965. The increase 
arose from a greater amount of funds invested and a 
higher overall yield. Many of the new investments 
made during the year were at higher yields due to 
the opportunities presented by the money market. 
Realized capital gains after income taxes amounted 
to $10,181,006 for 1966 compared with $10,549,872 
the previous year. The unrealized appreciation on 
the stock portfolio as of year end was $84,623,784 
despite the realization of substantial capital gains 
in recent years. 

Total net income and realized gains including net 
income of unconsolidated life insurance subsidiaries 
was $73,943,677, an increase of $21,682,731 from 
1965. Total earnings were equal to 488 per share of 
Sears stock. Dividends to Sears were increased to 
$36,600,000 (equal to 24? per share of Sears stock), 
compared with $29,010,000 for 1965. 

Assets as of year end 1966 were $1,488,264,722, 
up $136,869,725 from the previous year end. The 
increase arose principally from new funds and addi¬ 
tional premium receivables generated by the growth 
and operations of the Companies, offset partially by 
lower market values of stocks. Bonds, stocks and real 
estate comprised 85.2% of total assets. 

Life Insurance. The Allstate Life Insurance 



Claim adjuster itemizes damage to auto at a "drive-in” 
pioneered by Allstate. 

Companies had another notable year in 1966, Life 
insurance in force as of year end 1966 totaled 
$5,175,000,000 including $2,421,000,000 of insur¬ 
ance on individuals and $2,754,000,000 of group 
insurance. Insurance in force on individuals in¬ 
creased 22.2% during the year and group insurance 
in force rose 14.5%. Net income from life insurance 
operations amounted to $4,270,885 for 1966 com¬ 
pared with $3,481,937 for the prior year. Assets 
of the Life Companies increased $17,318,973 during 
1966 to $94,706,527 at year end. 

Allstate Employes. Allstate’s employe family 
increased to 24,480 during 1966. This total includes 
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Service personnel handle customers' phone requests using records displayed instantly on video screens by electronic computer, 


more than 6,900 professionally trained and licensed 
agents. The 8,050 claim people comprise the largest 
full lime salaried claim staff in the business. The 
past year’s achievements reflect the abilities of the 
Allstate employes and their dedication to serving 
the needs of policyholders. 

The Year Ahead. Continuation of Allstate’s 
vigorous multiple-line jnarketing program and ex¬ 
pansion plans is expected to bring increased sales 
for 1967. Allstate’s total premium volume will pass 
the HI billion mark in 1967, Inflationary pressures 
will continue to push the average cost of claims still 
higher. These increasing costs will be offset during 
1967 by current and prior rate adjustments. Interest 
and dividends from investments are expected to 
increase importantly due to the grow'th in Allstate’s 
portfolio and a higher yield. Overall Allstate’s 1967 
net income and realised capital gains from casualty, 
fire and life insurance operations is expected to 
show improvement from 1966. 



Agents serve customers at Sears stores, neighborhood Allstate 
offices, or the customer's home. 


Casualty and fire insurance growth story {(KXJ omtlled) 


1966 

1965 

1964 

1963 

1962 

1961 

1960 

1959 

1958 

1957 

Premiums written .... 

. $ 938,069 

$ 799 , 146 . 

$ 698,675 

$ 631,286 

$ 577,990 

$ 532,524 

$ 502,348 

$ 438,581 

$ 375,647 

$ 313,168 

Total assets. 

.... $ 1 , 488,265 

$ 1 , 351,395 

$ 1 , 173,756 

$ 1 , 076,340 

$ 945,406 

$ 922,656 

$ 767,412 

$ 678,067 

$ 588,542 

$ 423,894 
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ALLSTATE INSURANCE COMPANY and consolidated subsidiaries 


STATEMENT OF INCOME 

NET PREMIUMS WRITTEN. 

PREMIUMS EARNED (after dividends on participating policies) 
UNDERWRITING CHARGES 

Claims and claims expense. 

Sales, policy issuance and service, administration, and 

other expenses . 

Premium and othertaxesand fees (excluding income taxes) 

TOTAL UNDERWRITING CHARGES. 

UNDERWRITING INCOME. 

INTEREST, DIVIDENDS AND REAL ESTATE INCOME, leSS investment 
expenses . 

INCOME BEFORE INCOME TAXES. 

INCOME TAXES. 

NET INCOME. 

REALIZED CAPITAL GAINS ON INVESTMENTS (after income taxes) 
NET INCOME AND REALIZED GAINS of Allstate InsuranceCompany 

and Consolidated Subsidiaries . 

Add Equity in Net Income of Unconsolidated Life Insurance 
Subsidiaries. 

TOTAL NET INCOME AND REALIZED GAINS. 


YEAR ENDED 
DECEMBER 31. 

1966 

YEAR ENDED 
DECEMBER 31, 
1965 

$938,069,047 

$799,145,938 

$860,815,692 

$737,430,229 

584,013,501 

528,251,730 

201,805,019 

28,530,921 

814.349,441 

172,808,722 

23,276,746 

724,337,198 

46,466,251 

13,093,031 

40,535,535 

35,186,106 

87,001,786 

27,510,000 

59,491,786 

10,181,006 

48.279.137 
10,050,000 

38.229.137 
10,549,872 

69,672,792 

48,779,009 

4.270,885 
$ 73,943,677 

3.481,937 
$ 52,260,946 


STATEMENT OF CAPITAL 

{Surplusfor Protection of Policyholders) 


YEAR ENDED 
DECEMBER 31, 
1966 


YEAR ENDED 
DECEMBER 31, 
1965 


BALANCE BEGINNING OF YEAR. 

TOTAL NET INCOME AND REALIZED GAINS. 

CHANGE IN UNREALIZED CAPITAL GAINS ON STOCKS 
NET CHANGES IN OTHER ASSET VALUES. 

DIVIDENDS TO SEARS, ROEBUCK AND CO. 

BALANCE END OF YEAR. 


$393,898,837 

73,943,677 

(47,897,491) 

2,160.639 

42^105,662 

(36,600,000) 

$ 38 ^ 05 , 6 ^ 


$336,437,845 

52,260,946 

42,860,161 

(8,650,115) 

422,908,837 

(29,010,000) 

$393,898.837 


Report of Certified Public Accountants 

To ihe Board of Directors of Sears, Roebuck and Co. 

Wc liave examined die aexompanying Balance Slicci of Allstate Insur.ancc Company and ronsolidaied subsidiaries as of December 31, 1966, and the related 
Statements of Inromc and Capital for the year then ended. Our examination \ias made in accordance with generally accepted auditing standards, and accord¬ 
ingly included such tests of tlic accounting records and sucli other auditing procedures as we considered necessary in the circumstances. 

In our opinion, tlie financial statements referred to above present fairly the financial position of Allstate Insurance Company and consolidated subsidiaries at 
December 31, 1966, and the consolidated results of their operations for the year then ended, in conformity with generally accepted accounting principles applied 
on a basis consistent wiib that of the preceding year, 

Chicago, Illinois Touche, Ross, Bailey & Smart 

March 6, 1967 
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BALANCE SHEET 


Admitted Assets 

INVESTMENTS 

U. S. Government securities . 

State and municipal bonds. 

Other bonds. 

Preferred stocks. 

Common stocks. 

Stocks of unconsolidated life insurance and foreign 

subsidiaries. 

Real estate . 

TOTAL INVESTMENTS. 

CASH AND CERTIFICATES OF DEPOSIT. 

PREMIUM INSTALLMENTS RECEIVABLE. 

ACCRUED INTEREST . 

OTHER ASSETS . 

TOTAL ADMITTED ASSETS. 


Liabilities and Capital 

LIABILITIES 

Reserve for claims and claims expense . 

Unearned premiums . 

Income taxes. 

Other taxes. 

Other liabilities. 

Dividend payable—Sears, Roebuck and Co 

TOTAL LIABILITIES. 


CAPITAL 

Capital stock, par value . 

Additional capital paid in .... 
Unrealized capital gains on stocks 
Retained earnings. 

TOTAL CAPITAL. 

TOTAL LIABILITIES AND CAPITAL 


DECEMBER 31, 

1966 

DECEMBER 31, 
1965 

$ 28 , 418,111 

643 . 797.073 
65 , 896,789 
95 , 624,401 
363 , 999,046 

$ 24 , 613,251 

581 , 529,955 
37 , 174,370 
68 , 677,400 
396 , 912,657 

19 , 715,043 

50 , 327,921 

15 , 473,867 

33 , 313,087 

1 , 267 , 778,384 

1 , 157 , 694,587 

10 , 764,441 

20 , 234,026 

179 , 460,234 

148 , 073,827 

9 , 649,713 

7 , 980,646 

20 , 611,950 

17 , 411,911 

$ 1 , 488 , 264,722 

$ 1 , 351 , 394,997 

$ 520 , 771,928 
480 , 910,440 
25 , 902,963 
15 , 766,200 
32 , 857,529 
26 , 550,000 

$ 473 , 547,017 
408 , 286,193 
10 , 802,690 
14 , 186,265 
29 , 673,995 
21 , 000,000 

1 , 102 , 759,060 

957 , 496,160 

3 , 000,000 

51 , 600,245 

84 , 623,784 

246 , 281,633 

3 , 000,000 

51 , 600,245 

128 , 250,390 

211 , 048,202 

385 , 505,662 

393 , 898,837 

$ 1 , 488 , 264,722 

$ 1 , 351 , 394,997 


Notes to Financial Statements 

investments; Bonds arc stated at amortized cost, preferred and common stocks are .stated at market value, and stocks of unconsolidated subsidiaries are stated 
at underlying net asset values, all as prescribed by the National Association of Insurance Commissioners. 

Accounting practices: The financial statements have been prepared in accordance with accounting practices prescribed by the Department of Insurance of 
the State of Illinois which differ from generally accepted accounting principles in the treatment of certain underwriting charges, the valuation of certain assets, and 
the recognition of deferred Federal income taxes. These differences in the aggregate are not material in relation to the consolidated statements taken as a whole. 
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INTERNATIONAL OPERATIONS 


Latin America. Net sales of the Company’s 
subsidiaries in Mexico and South America were 
S128,047,237, compared with SI 15,394,249 for 
1965, an increase of 11%. 

Net income after translation losses was $8,090,597 
an increase of 15.9% from $6,979,933 in 1965. 
The Company’s equity in net income after transla¬ 
tion losses was $6,968,189, up from $5,750,872 in 
1965. Because of additional sales of stock to the 
local profit sharing funds in Peru and Vene;iuela, 
equity in net income for 1966 is based on slightly 
lower percentages of ownership than in 1965. 

At month-end exchange rates, net income before 
translation losses was $8,292,139 this year and 
$10,009,045 in 1965. Translation losses of $201,542 
compared with $3,029,112 last year, resulted from 
rates of exchange used in translating local currency 
statements of the Brazilian and Colombian corpora¬ 
tion into dollars. A translation loss (or gain) occurs 
when the dollar value of a foreign corporation’s 
net current assets has decreased (or increased) 
because of fluctuation in the rate of exchange 
between the foreign currency and the dollar. In the 
case of Brazil, the devaluation of the cruzeiro on 
February 8, after the Company’s fiscal year-end, 
has been taken into account. The Colombian 
statements were again translated at the free market 
rate in effect at year-end 1965. 

The Company received dividends froni the Mex¬ 
ican and South American subsidiaries of $6,585,576 
during 1966, an increase of $1,038,498, or 18.7% 
over 1965. 

At year end the Company’s investment in its 


Mexican and South American subsidiaries vvas 
$35,724,223. The dollar value of this investment on 
the books of the subsidiaries was $54,956,241 after 
provision of $11,900,040 in reserves for credit ac¬ 
counts and other contingencies. 

At year end the Mexican and South American 
subsidiaries were operating 60 retail stores and 14 
satellite sales offices. 

In November the Venezuelan corporation’s prin¬ 
cipal store in Caracas was severely damaged by 
incendiary bombs shortly after completion of ex¬ 
tensive modernization and enlargement. Although 
all but a small amount of the loss will be recovered 
from insurers, the timing of the attack at the start 
of the Christmas selling season resulted in loss of 
sales and profits. Operations were affected for 
several months while damaged facilities were being 
restored. The attack by Venezuelan terrorists was a 
desperate reaction to continually improving politi¬ 
cal and economic conditions in Latin America. 

Presidential elections were held in Brazil and 
Colombia without disorders. It is expected that the 
new Brazilian administration will continue the 
efforts of its predecessor to contain inflation. Al¬ 
though preoccupied with price inflation, Peru con¬ 
tinued its economic progress. In Venezuela, a 
substantial reduction of bank liquidity at rnid-year 
caused a business setback but at year end there 
were signs of resumed growth. Mexico’s tranquil 
political environment and steady rate of growth 
should continue to provide a satisfactory business 
climate. Despite formidable obstacles, Latin Amer¬ 
ican governments have continued to search for ways 
to achieve the benefits of economic intes;ration. 

Spanish subsidiary. Opening of the Company’s 
first European store in Barcelona in March, 1967, 
is the culmination of three years of planning, con¬ 
struction and source development. This complete 


Subsidiaries_Year Ended January 31, 1967 


(% V Ownership) 


Net Income 
before 

Trans. Losses 



Net 1 ncome 

Sears Equity 

in Net Income 


Latin American 
Brazilian (100)... 
Colombian (100). 

Mexican (80). 

Peruvian (90).. . 
Venezuelan (80). 
Panamanian 

Net Sales 

\ ransiation 
Losses 

after 

Trans- Losses 

Before 

Trans. Losses 

After 

Trans. Losses 

Dividends 
to Sears 

$ 22,993,051 
12,643,676 
47,016,329 
19,606,933 
25,787,248 

$ 164.874 
416,117 
2,525,429 
1,936,889 
2,109,042 

$ 

120,924 

80,618 

$ 43,950 

335,499 
2,525,429 
1,936,839 
2,109,042 

$ 164,874 
416.117 
2,020,449 
1,741,269 
1,687,234 

$ 43,950 

335,499 
2,020,449 
1,741,269 
1,687,234 

$ - 

1,000,160 

1,014,305 

1,571,111 

finance co. (100) 

— 

1,139.788 


— 

1,139,788 

1,139,788 

1,139,788 

3,000,000 

Total. 

Spanish (100). 

128,047,237 

8,292,139 

(1,952,198) 


201,542 

8,090,597 

(1,952.198) 

7,169,731 

(1,952,198) 

6,968,189 

(1,952,198) 

6,585,576 

Total Subsidiaries 

$128,047,237 

$6,339,941 

$ 

201,542 

$6,138,399 

$5,217,533 

$5,015,991 

$6,585,576 
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iguatemi (Sao Paulo), Brazil. 
Opened November, 1966 




Simpsons-Sears store 
St. Catharines, Ontario. 
Opened May. 1966 


modern department store ha.s an area of 336,000 
square feet,, including underground parking space. 
Merchandise of Spanish origin will be featured. 

At year end the Company’s investment in its 
Spanish subsidiary was ^13.402,120. an increase of 
S10,124,.521 from 1965. Sears equity in the net assets 
at year end was $10,511,927 after write off of 
$1,952,198 in preopening expense for 1966. 

Although agreement was reached in 1965 to 
lease a co/nplete department store in Madrid, to be 
built according to Sears specifications, construction 
has not yet begun. 

Canadian affiliate. 1966 saw a continuation of 
economic expansion in Canada for the sixth 


January 31, 1967 



Sears 

Excess of 

Sears 

Equity In 

Equity Over 

Investment 

Net Assets' 

Investment 


Latin American 


Brazilian. $12,622,008 $11,082,478 $(1,539,530) 

Colombian. 5,598,255 5,207.674 (390,581) 

Mexican. 3,457,963 10,948,832 7,490,869 

Peruvian. 2,664,468 5,036,813 2,372,345 

Venezuelan. 3,381,529 12,601,717 9,220,188 

Panamanian 

finance CO . 8,000,000 10,078,727 2,078,727 

Total. 35,724,223 54,956,241 19,232,018 

Spanish. 13,402,120 10,511,927 (2,890,193) 


Total Subsidiaries $49,126,343 $65,468,168 $16,341,825 


Straight year. Capital investments, exports and 
gross national product again increased to jiew 
record levels. 

Simpsons-Sears Limited, the Company’s Cana¬ 
dian affiliate, reported net sales for 1966 of 
$407,759,157 (Canadian), a 15.9% increase from 
$351,708,203 for 1965, Net earnings of $ I 0,1 55,823 
exceeded hist year’s earnings of $8,809,617 {(.Can¬ 
adian) by 15.3%. 

During 1966, the Company receiv'ed dividends 
from Simpsons-Sears of $1,665,783 (U.S.) com¬ 
pared with $1,669,174 for 1965. Sears equity 
(43.7%) in the undistributed net earnings was 
$2,414,849 (U.S.) after a translation loss of $49,822. 
Equity in the net assets at year end e.xceeded 
the Company’s investment of $20,376,550 by 
$21,655,426. 

During the year a complete new department 
store was opened in St. Catharines, Ontario and 
construction was started on new stores in Ottawa, 
Ontario and Saskatoon, Saskatchewan. At year 
end Simpsons-Sears operated 27 retail stores, four 
catalog order plants, and three hundred forty-two 
catalog sales offices. 


•After translation losses 
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Homer J. Livingston 
Gordon M. Metcalf 
Charles A. Meyer 
Edgar B. Stern, Jr. 

J. Huber Wetenhall 

Homer J. Livingston Chairman 
Edgar G. Burton 
Austin T. Cushman 
John D. deButts 
J. Roscoe Miller 
Edgar B. Stern, Jr. 

Julius Rosenwald II Chairman 
Austin T. Cushman 
J. Roscoe Miller 
Edgar B. Stern, Jr. 

J. Huber Wetenhall 

Gordon M. Metcalf Chairman 
Crowdus Baker 
Austin T. Cushman 
Homer J. Livingston 
Robert E. Wood 


TRUSTEES OF THE SAVINGS AND PROFIT SHARING PENSION FUND OF SEARS, ROEBUCK AND CO. EMPLOYES 


CHARLES H. KELLSTADT Chairman 
JAMES M. BARKER 
EDWARD P. BROOKS 


LOU R. CRANDALL 
AUSTIN T. CUSHMAN 
MERL DOUGLAS 


CLAIRE GIANNINI HOFFMAN 
DAVID M. KENNEDY 
J. ROSCOE MILLER 
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Printed in U.S.A. 



Norristown, Pennsylvania 
(Eastern Territory) 
opened August, 1966 



Richmond Heights, Ohio 
(Midwestern Territory) 
opened October, 1966 



Atlanta-Peachtree, Georgia 
(Southern Territory) 
opened August, 1966 




El Paso-Dyer, Texas 
(Southwestern Territory) 
opened March, 1966 





















AUTO INSURANCE 



HOMEOWNERS’ INSURANCE 



BUSINESS INSURANCE 



HEALTH INSURANCE 


/lllstate 



LIFE INSURANCE 


All you love and 
cherish should 
be in good hands 











